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SOUIE THOUGHTS ON THE ORGANIZATION OF INDUSTRY IN 'ELCOMING

THE fIRST CONFERENCE ON NATIONAL INDUSTRY IN DJAIXARTA

/The following is a full translation of en article
in ’arte Ekonomi, Djakarta, 20 Febiuary 1960, pege 103 and
179-1861,/

Porevord,

Holding & conference to discuss industricl metters
is & very wise action. It has been felt for & long time
that it is necesgsary to have an open discussion for seeking
solutions to various industrial problems, 4As & field of
production that satisfies the needs of community, industry
should necessarily be adjusted to the situvation of the com=-
munity as well as to the policy of the Government., After
the emergence of the concept of CGuided Zconomy, the urgency
for such & conference is more deeply felt.

For this reason the "Geperi" - Indonesian Industrial
Assoclation ~ welcoume the conference cheerfully.

Although the conference, which for the first time was
held at the beginning of November 1959, is not yet able to
cope with all problems, and as a first step will try only
to bring some order into ths structure of industrial enter-
prises, Nevertheless the Indonesian Indusirial Associa-
tion considers it of such a great importance that all par=-
ties concerened should give it their full attention.

ith this understending in mind the Indonesian Indus-
trial .ssociation would like to express its view on the
above mentioned order in welcoming the conference, There
might be some valuable material in this view and if there 1s,
it could be used in solving different problems, so that the
conference might be very much facilitated, and the conferees
better prepared.

It is the hope of the Indonesian Industrial .issocia-
tion that this first conference might be able to find solu-
tions that are useful for pavng the way &head.

The Indonesian Industrial Association
The Character of Industrial Regulations in Indonesiea

The repid emergence of Government and private atten-



tion towards business regulations in Indonesie is an event
that is congruent with the Indonesian socio=economic develop-
ment in the last few years It is not surprislao if there
are many differences anong views o the matter,

In some foreign countries much time was also needed
before they came to pra0uical solutions: It is not neces-
sary to present these different views hereq ‘hey ere the

results of different social attitudes based on a different
life and social philosophy.

It is more useful to describe the resson why in Indo-
nesla we a2lso need business regulations, based on our know-
ledge of developments in other countries,

.hether foreign developments and considerations are
applicaible to owrproblems, it is necessary to consider
important differences between those countries, differences
in the motives for, and causes of, business reguletion. 1In
this case what Keynes said in his consumption theory is
valid: "The SDPength of all these motives will vary enor-
mously according to the institutions and orgenizations of
the economic society which we presume, according to habits
formed by rece, educetion, convention, religion and current
morels, according to present hopes and past experience,
according to the scale and technique of capital equipment
and according to the prevailing distribution of walth and
the established standards of life,"

This case has more validity, because Indonesla hos
not experienced business or industrial development; has not
known any ideological and social contlicts, and also has
not had experience with conflicts emerging from the process
of perfecting a modern social grouping as hes been known
abroad. L.otlves and causes that lead to business regula-
tion in Indonesia are quite different from what they have
been in the .estern world in general.

For this reason, before we consider the regulation
of business in Indonesia, 1t is very necessery first to
pay attentlion to these motives and causes.

It is not our intention to discuss this problem in
detail and search for its practical solution; nor to explain
different concents which might be considered as well-known
elrecdy, elthough there might be some denger for misunder-
standing,

It is also not our intention to magnify any confusion
on this matter of regulation, but only to present some hints
besed on the basic concepts of business reguletion in gen-
eral, and on regulation of industry in Indonesie in particu-
lar,



The Development of Social and Zconowmic Life in Indonesia

Ceuses thet lead to the regulation of industries
must be sought in the socio~economic development and in the
development of social relations and in the kind of economy
that hes emerszed from it., These social relations actualij
constitute the basis of the shift to regulated business
activities,

These causes must be se@rched partly in foreign ByS -
tems and views that have penetrated Indonesia (external
causes), and partly also in the events in our own society
(internal ceuses).

There are a2lso mixed causes vwhere foreign influences
could be indicated, In this way, the impo“tant social
economic motives and causes could be specified as follow:

1, The failure of individualistic capitalism

In its original form this has had not much influence
on Indonesic and has left only some incidental marks, but
elthough it had bsen restrained by soclal forces and although
i1t haes some effinities with the character of Eastern
plutocracy, it has nevertheless had some effects on our
soclety, Furthermore, the modern Indoneslan business world
shows somw strange neo-capitalistic phenouwena among them
those who take advantage of this new situation and make
capital out of it.

2, The devslopment of new eccnmmlic concepts in the Indo-
nesian community 1s related to the increcse of methods of
obtaining mecns of satisfaction of human wants, Social,
economic and cultural influences induce a rapid development
of the Indonesian community in the modern sense, so that
the quentity as well as the quality of elements of wants
has lncreased much fester than in the ‘estern orld; this
development hes been taking place for several decades.

3. Dualistic phenomena in the community and in the economy,
as consequences of & tension between ethnic groups and a
modern commuxnity which is based on group interest will destroy
& proper socio=-economic relaticnship without giving any
solution to it.

4, The decline in national income, resulting from internsl
and external ceauses, on one hand and the increase in Govern-
ment erxpenditure, and the living sitandard that has also
increased in its quantity as well as in its value, on the



other, have causes & perpetual deficit in Government bud-
gets and insufficiency in necessities.,

5e Thelimbalances in imports, production, distribution,

and sonsumption &s a result of shorteges of meterials, tech-
nical equipument, transportation, skills, etc., bring into
commerce unwented events that destroy common interest.

6, lany modern financial~economic institutions as strong-
hols of modern societies, do not yet bring ebout a good
understanding and appropriate respnnses from the poulation,
so that several kinds of mistakes are made,

These socio-economic causes which necessitete regule-
tion of business activitles could still be edded to with
several others, but for the sake of 1ts conciseness they
are omitted,

ilodern Soclety

The rapid change in the originel form of the socliety
into its modern form, brought with 1t basilc chenges in soc-
jal relationship, so that there have emerged some revolu-
tionary sociel phenomena and social psychological reac-
tions the consequences of which can not yet be discovered.
Social relationship which in the estern .‘orld covers the
whole society developed gradually during the last centuries,
so that it hes become & unity which is now called "modern
society" in Indonesia, actually when it has taken this
form for & few decades mosily through individuals that have
only imitated on the surface rather than have developed a
conscious realization of that society.

Thet the Indonesian naticn after achieving 1ts lnde-
pendence tried as soon as possible to catch up on its social
backwerdness relative to other nations, 1s a very encourag-
ing thing. But there are many who see in this our oppor-~
tunity and use i1t for their own interests, The consequence
of this sttitude could not be more saddening, and it makes
the problems more complicated.

These problems, as social phenomena, could be brought
forward as follow:

1. Original tribal and raclal groups with thelr
tight sccial and traditional bondage are no longer &attrac-
tive to many people who have been made to see the possi-
bilities of modern soclety.

They withdraw themselves from the old groups and come
together in new lnterest groups which give them more possli=-
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bilities for accomplishing their new 1ldeals., The process
of disolution of traditional groups keep going on, although
in modern soclety they still have in thelr mind the memory
of traditional relationships with the tribal groups and
with mutual aid amcng the members of the groups and they
try to hold to the tradition and the bondage in the reglons
of thelr origin, ‘

2o The concept of collectlve interest of the commun-
1ty vanishes as soon as they move into modern soclety and
it is replaced by different kinds of interests: individualis-
tic interest which is sought in individugl isolation and
which has a negative social character; pirivate interest
which emosrges in the reiationship of interést groups, ahd
which form groups of social, political, cultural and écons
omic interests; group interest which has a collective charec-
ter in a limited bondage; national linterest which is con=-
cerded with the natlon as a unity.

But what is usually disregarded 1s the common interest
which rspleces the group interest in a modern soclety and
which i1s connected with the relatlonship between interests of
a few groups and the interests of the soclety as a unlty.

But *this concept has a relative rather than an abso-
lute character, which means that 1t covers the whole of
gsociety and not the individuals or groups separatvely.

Especially this last concept is the one which has
never been thought about by those that have moved into modern
society because of the struggle for life, But we could &lso
say that there is no place for this in a Tiberel capltalls-
tic society end thet that concept was only recognized in
the Tield of social thought for the last few years,

In modern society there are many confllcts between
private and public interest which reflect the lnsufflclency
of social consciousness and understanding in coordination
with other private interssts, so that thsy actually emerge
28 individual interests.

3, The perpetual perfectlon, specializatlon and
differentiation in modern soclety widen the gap between in-
dividual and group interests in such a way that the soclety
becomes very complicated and almost impossible to control
and to keep it in balance. Certalnly not by those whose
thoughts are slways concentrated on personal interests.

Modern State

The government must take care of the welfare of its
population in a certain territory., ~ith the public welfare
as a starting point, the government regulates balances of



interests in a modern soclety.

In this case, the government acts primarily as a
guardian of public interest. The complicated structure of
modern society burdens the government with many problems:

1., Although monetary power very often has become the
goal of liberal capitalism, the growth of demceratic con-
sciousness that requires equal rights for every man has
rather become the source of conflists between different
interest groups rather than the source of agreement, Dif-
ferent regulations and lawe that were established to secure
balance in private interests and to glve to the publie
interest some of the individual rights are the consequence
of 1t, so that a modern state shows a very complicated and
dynamic cheracter,

2., The growth of sociel consclousness in society
gives additional tasks and duties to the stete for sustaln-
ing balances in so many sccial interests, so that its inter-
ference has spread into every direction, and we are compelled
to say that within a short perlod the task of & modern state
has becoine very heavy,

For this reason where private interests could be con-
sidered as serving public interests, the state can be freed
from some of its burdens, However 1f they are insufficient,
the subsidiarity principle of the state must be able to flll
it in. But if they are still lnadequete or considered as
not being able to overcome those interest complexes, then
the state must take the leadership if the public interest
demands it to do 80,

3, The States® view on different proporticns and
rights of iunterest elements determines the cheracter of 1ts
tasks; in performing this task the state should not commit
itself to eny private intsrest, so that as a third party
the stete is always able tc defend public interest objec~-
tively.

L4, Because of the complexitles and of so many varie-
ties of interests it seems that state integration is very
necessary for preventing neglligence in fulfilling publlc
interests., Quite often private interests must give way to
public interests, but in a democrate state they must al-
ways be recognized and never be abolished.

5, Complexity of tasks of a modern state, difficulty
in reaching for harmony between different interests, perpet-
ual conflicts netween the liberal cepitalistic and the
social democratic way of thinking, development of sccial in-
tercourse in a modern society and also the unbalanced de=
velopment in private initliatives which is sometime left for
quite & long time, force & modern state to have a very
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rigid administrative structure. In a democratic state this
will lead to a complex of systems, where the authority of
the state is more in the foreground, yet without abandonment
of private interest; end this is called guided democracy.

The Significande of Industry for Society

In the original capital - economic structure, industry
has its own goal, and this goal 1s already very extenslve
even though it is limited to its own economic interest., It
covers the improvement of welfare of the owners of indus-
trial enterprises, lmprovement in equipment and technical
know-how, the increase in mass production, distribution and
very often also the concept of exchange.

Because of social changes these concepts are gradually
widened at the time when the caplital of enterprises becomes
a problem to the soclety because of the rise of the concepts
of corporaticn system, and participation of banks or Govern-
ment lcans; competition becomes an important problem, so that
great attention should be paild to the activities of others,
and distribution really becomes a problem of marketing
(niddle men, transportation, finance, etc.)

'hen after & long time the whole soclety becomes even-
tually involved in the industrial process, and conseguences
of consumption change, economic concepts are reviewed and
reformulated in terms of aggregative social phenomena which
are the result of human activities that are directed towards
satisfaction of wants,

This means that:

1. 4lthough it seems more desirable to limit industry
to 1ts economic signiflcance, and although it seems that 1t
stands alone, in fact the economy itself 1s ornly a certain
aspect of social inter-relationship between humen belings.

2, Industriesl significance can only be seen as an
interminingling of interests of private individuals and the
soclety as a whole,

3, In fact industry produces goods to meet the needs
of the society that are real or that are consldered as nec-
essary, "Industrial enterprises exist in order to provide
somathing directly or indirectly for the benefit of the
citizen~consumers" (Brech, Principles and Praciices of Man-
agement).

The balence between income and spending is actually a
problem cf modern industiyy, but in Indonesia we can see that:

1, the industry i, not at 11 adjusted to the needs
of the populatinn:




2, 1t 1is still at the beginning phase of development:

3¢ wWhile the volume and the level of the needs of
the population that are adjusted to the modern way of life
they are increasing much faster than in the western world.

These problems are very wide (capital, leadership,
equipment,  technical know-how, skilled lLabor, marketing,
ratall trade éetc.) and are very much interwoven with other
soclal problems, so that it is regarded as impossible to
leave them to private iniatives, The time for experiment
is too short and too expensive, For this reason its solution
should be sought in the government who takes care of common
interests; but private interests which in many cases have to
give way to the public interest must still be sustained and
recognized although in the form of compromises, So it is
obvious that it would be very irresponsible to leave indus-
trial adjustment and regulation in the hands of private enter-
prises without government supports and guidance,

Economic Planning and Economic Control

In connection with the development of thinking in the
field of social economy, the existence of complications 1in
modern society and the problems of industry and consumption,
i1t is considered that:

1. industrial problems are the interest of the whole
society, although individual interests must be recognized;

2. these problems are very complicated, so that they
rannot be solved by the private enirepreneurs only, although
in this field they might be experis in practical executlon;

3. for the government it is no longer sufficient to
use subsidiarity principle as a basis fcr extending facilit-
ies in the form of support, subsidies and advice to business
enterprises, but must also act actively in regulating the
supply of necessities for the socisty. Especially in Indo-
nesia this problem is very difficult and wide because of
the character of transistion to the new society, although
the inlitiatives and supports from the parties concerned are
primerily neeled;

4, it is impossible to separate the economic field
from the social field, so that this problem becomes more

ifricult and more indistinct for individuals and groups,.

But the most important conclusion is thet the lndus-
trial problem in Indonesia can only be solved through plan=-
ning and control which can be brought about by the Govern-
ment and ite agencies; this is lnevitable if planning and
control should be accurate and economlcal and at the same
time give the assurance for sufficient supply of domestic
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needs; in this manner only c¢an the citizens have the confi=-
dence 1n the state'’s planning and control,although ¢oopera-
tion based on experiness 'of the partles concerened can still
be accepted. P ‘

In this connection what Arthur Lewis said is impor-
tant: "Planning in backward countries imposes much bigger
tasks on government than does planning in advanced coun-
tries", and Gunner Myrdal added that the countries "should
reject the influence of the "Laissez faire" theory and em-
bark on a netional economlc development policy, based on
large-scele planning.”

In this manner we have entered the field of guided
economy, where the government openly participates in econ-
omic development and takes the planning and control on lt-
self so as to guarantee a proper coordination between indi=-
vidual and common interests in the future.

But this planning and control are also meant to regu-
late potential industrles and allocate them in different
sectors of the whole industry. And the last problem of
this analysis is then how to have this regulation, and that
is namely by establishing a body for the common interest and
for the interest of the parties concerened, which at the
utmost can facilitate state's planning and control on the
development and maintenance of means of production in Indo-
nesia,

Economic Crisis

Econonmic recession and depression during the period of
real or quasi prosperity is not unusual., It 1s apparant
that this situation occurs recurrently in some countries and
the whole world and is called business cycles.

Without going too deeply into this we can say the
following about economic crisis:

1. At the time of the crisis the problem of con-
sumption is more important than in the period of prosperity,
as liarshall said: "It is true that in the time of depression
the disorganization of consumption is a contributary cause
to the continuance of the disorganization of credit and of
production; econcmics from beginning to end is the study of
mutual adjustment of consumption and production (Marshall,
Principles of Economics).

' 2. "Economic crisis put a tremendous pressure on the
relationship between the economic and the social world, which
is already apparent in the origlnal social relationship,
but can be clearly seen in modern society with 1ts conflicts
of interests.




3. At the time of the crisis, there is danger that
the struggle for life will increase conflicts between indi-
vidual interests which may then injure common interests.

4, At the time of the crisis, the need is strongly
felt for a powerful leadership, and even for governuent'®s
interference in economys,

5, Economic crisis make economic planning and regula-
tion more desirazle for the benefit of the whole soclety.
But it requires a good economlc structure so that the bal-
ance between production and consumption can be lmproved.

"The fundamental cause (of the business cycle) 1s
the inadequacy of demand" (Lerner, Economics of Control).

If production is readjusted economlcally and soclally
to income and consumption, and with self~correction, effi-
clent action, accurate planning and regulation, and regula-
tion law, then we will have the possibility of economle
recovery.

The disequilibrium between supply and demand that
brings about crises is often the result of non-economic
causes,

In general it has domestic or foreign causes the like
of which we now have in Indonesia.

In addition we also have in Indonesia dualistic soclal
economic events, less of an acceptance of modern economic
institutions, the lnability of serving modern means of pro-
duction efficiently, the inecrease in individual and socilal
needs as & result of the modern way of life, etc., that
really magnify the crisis. All these events are not known
in foreign countries,

However, all these emphasize the desirabllity of
regulation in the industrial sector, that in many cases help
stabllizing the whole soclety,

The Regulation of the Industrial Sector

Before we come to the actual problem of this analysis
it is better to summarize all that has been sald so far in
order to get a clear picture of the significance of regula-
tion:

1. The present crisis reguires regulation of avall-
able means of production; even though there is no crisis
this regulation is also very necessary because of the com=-
plexity of modern society, and of special events created by
particular circumstances which are not yet included in the
general desirability of economic planning and regulation as

a whole,
2, In fact, the difference between private and publlc
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interests in the long run does not give a real picture,
because the private and public interests are actually dif-
ferent aspects of the same goals, namely mutual interests

in economic ‘and soclal prosperity; but in practice it creates
misunderstanding and conflict between priveate enterpreneur
and government, , ‘

3, Interpretation of these concepts depends on the
view of the governmeht on social relatiohships, which view
is then used a5 a base for making decislons on social econ-
omic policy,

4, 4 strong correlation between economic and social
problems compels us to pay great &ttention to social fac=-
tors at the time of economic regulation that directly or
indirectly affect them,

5, Although industry in Indonesia is still at the
beginning stage of development and cannot yet be considered
as being able to fulfill the demands from some production
sectors, so that there ars also no well-established interest-
groups, nevertheless the real and potential interests of
the private entreprneurs should be taken in due account, if
the regulation does not tend very much towards the public
interests, while on the contrary this situation gives the
government more opportunity to prevent abuses,

For clarification it could be definitely sald that
fegulation is very important for the industrial sector; in
this connection it 1s necessary to have deliberation, be-
tween government and private entrepreneurs which is in com=~-
plete agreement with the hope of both private and public
interests; besides economic regulation, social regulation is
al80 necessary.

Some of the problems of regulation lie in the concept
of regulation itself, which means that social economic trans-
action is bound by rules and requirements and also by insti-
tutes that are in charge of the implementation of regula=-
tions.

If the solution is sought in contacts between indi-
viduals and institutions operating in the social and eco-
nomic fields, in a specific relationship, as is the case
with Indonesia, then what 1s actually meant is the organiza=-
tion of firms, which is usually a complex of dlfferent kinds
of forms or organizations, each of them for & particular
branch of business activitles.

In Indonesia this development has not yet taken place
as such, so that the organization has a legal authority of
public law such as in some other countries (a governmental
authority, deeds and rules that have legal authority in
their own field of jurisdiction), so that for the time being
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it must be limited to firm organization with the authorlty
of private law, which can use comprehensive rules dnd sanc-
tions in their own fields after mutual agreement and delib-
eration. :

In order that private law's firms organizatlon can
develop well, it is necessaryt .

1. to attach socisl economic transactions to rules
and sancdtions that are cbediently followed in practice,

2. The possibility of acgeptarce of rules and sanc-
tions for its own fileld, namely its own branches or areas,

3. A general statsment from the government that the
parties concerned are nct allowed to wlthdraw themselves
and the organization as a whole can represent their inter-
ests,

4, Cooperation betwemn private enterprensurs and
government is establishing the structure and leadership of
these organization under government supervision by having
i1ts representatives in these organizations, on the one hand
in order that the private interest is not dominating, and
on the other, and this is more important, that public inter-
ests should have adequate appreciation.

Problems that show up can be summarized as follow:

1, Relationship of interests: If the organization
is controlled by private enterprises, there 1s the danger of
its becoming a large private interest group, and if 1t 1s
controlled by government we will be afrald of lts bureau-
cracy, unexpertness in handling practical problems, and
goverrment agencies will be heavily burdened resulting in
many delays of executlons.

2, Organization structure: Private enterprises
prefer a body that take adequate care of their interest;
government prefers a social institute that ensures the
needs of soclety as a whole,

3, Classification of enterprises: Classificatlion
of enterprises into different branches must be accomplished
in relation to the needs of the whole soclety.

4, Classification of interests: Besides economic
organization there must also be social organizatlon,

5, Rhythm of development: Because of the present
crisis the speed of development must be great, but it should
not be in such a hurry, because gradual growth glves more
opportunities for improvements, In this situvation, govern-
ment's incentives for it is the Government that 1s usually
impatient with the time needed by enterpreneurs to come
upon a mutual agreement, are vsry necessary.

There is also urgently needed a contact body which
coordinates existing organizations, and gradually develops
1tself into a top-organizatlon.

12



6., The development of enterprises should pay speclal
attention to new branches of productlon &t the beginning of
developinent, especially 1ln the import-competing sectors,

7., Coordination with the needs: In developing enter-
prises it ig usual to think only about horizontal organiza-
tlion (classification of enterprises into groups that have
the same social function: industries, wholesale, retall
trade). :

But in order to correlate enterprises with endeavors
to fulfill social needs through middle men, it is better
to think about vertical organization (classification of
enterprises based on the fulfillment of the saue needs).

Decentralization

The classification into branches of enterprises lm=-
plies the concept of decentralization of interests of each
group of enterprises., It 1s more desirable if this decen-
tralization could proceed into the sector of enterprises
that have their own interest. Finally, consideration should
also be given to the creation of regional sections that will
take care of special events resulting from local circum-
stances. In this way mother-organization will not be many,
while each interest group has the right to speak,

The Tasks of Enterprises Under Private Lavw

The basis for solution of the above-mentioned prob-
lems depends mostly on tasks that will be assigned to these
institutions,

The question here 1s: what is the view of the gov-
ermment on the relatinnship between private and public in-
terests, and to what extent according to this view the
responsibility on rules for protection of public interests
could be given to private enterprises, although it is still
under government's supervision?

The real task 1s the implementation of certeln rules
that regulete socio-econcmic relationship in order to ensure
the sufficiency of real needs of society, which mainly are
as follow:

Econonic tasks: The development and maintenance of indus-
try in accordance with the Government'’s
plan,

Development and improvement of structure
of enterprises from within,

Requirements and rules for establishing
new enterprises,
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Orgenization of marketing and distribution,
Rules on markets and prices to prevent abuses
and wasteful competition that are harmful
for the society.

To promote imports and rules for capital
goods and raw. materials.

Rules on finazncde and credits,

To promote and control exports.

Product and market research,

Extension services for enterprises, general
public and government.

Social tasks: Rules on salary end work conditions.

Law on work, and social law and regulation.

Regulation on employment opportunity and
unemployment,.

Professional training and training for
government officlals.

Regulations for enterprises,

Soclal security.

Social research for officials and populatlnn,

Extension service for enterprises, generel
public and government.

Besides the regional conditions thet determine the
tasks, there can also be added local conditions and timing
and where the establishment of enterprises must fulfill
specific requirements,

For the determination of tasks it is desirable to
form a special committee where the Governiment and represen=
tatives from exlsting organizations have seats.

The Government or an organization separately could
not be considered representative enough to determine the
tasks, because it concerns the public as well as private
interests.

Form of Executive Committee of Organizations Under Priveate
Law,

The aim is none else then to give freedom to this
organization of enterprises, so that it does not become only
an extension of government agencies,

On the other hand they may not act by themselves
because the private interest will then be domineting and
public interest will be hurt or it is also possible that
conflicts will threaten the implementation of socio-economic
poiicy of the Government in the orgenizations of enter-
prises, as its consequence, the task towards public inter-
est will remain limited, because it is very difficult to
entrust them to the entrepeneurs concerned.

14



Passive supervision from government with the right
to approve or disapprove declsions as preventive action will
slow down the progress of work,

, There is also danger thet administration by private
enterpreneurs could be abused for the benefit of the admin-
istrator and detrimental for the whole group of enterprises,

- On the other hand the Government may not participate
in 1t, because this will nullify i1ts objective view on
interests.

. The only practical solution that could be reached 1s
ifsthe‘Government appoints & person as chairmen of the or-
ganization on its behalf {a Government officiel or a third
netityél person). ‘

Y In this situation, in order to mainteln unity and
efficient execution, it would be better if the chalrman also
become the head of the secretariat. In this wvay there is
always opportunity for bringlng forward any objedtion ageinst
a Government decision, Other members can be eppointed by
private enterprises, but they must be representing buslness
sectors and regional sections,

Furthermore there must be the possibility of taking
neutral sdvisers and to establish & speclel working com-
mittee.

In socisl organization it is necessary to consider
the representation of labor, &and if condition require, they
should also be accepted as advisors in economlc orgenize=
tions.

Top-orgenization that later will control ¢nd stends
above 21l business organizations should not be siven
separete tesks, because in that way i1t is nececser to plece
s contact person or body between government and the busliness
orgenizetion that will prevent fiuent contacts and rapid
executions.

The tasks of the top-organization could be classi-
fied as follow:

1. Coordination of business orgenizations,

2, Control on implementation of government's regule-
tion in accordance with existing social economlc polcy.

3, & high settlement institute for conflicts between
business orgenizations,

4, It prepares comprehensive plans for coordinating
and developing industry.

5., It receives tasks from government that are re-
1ated to the whole industrial sectors and establishes work-
ing commnittees,

6, It occuples the function of a neutral adviser, ou
the one hend supporting government agalnst privete interestuc,

15



and on the other supporting private enterprises against
public interests,

The structure of the executive committee of this top
orgenization is not & problem, It should not pay much atten-
tion to private enterprises, because 1t does not have & very
close relationship to private interests, but instead it is
more concerned with watching the implementation of the
Government's policy. It is then obvious , that at this high
level there must be more Government representatives or eiw
perts appointed on behalf of the Government, so that a
dualistic social economic policy may be prevented. Besldes
this, at this high level there should be seats for: execu-
tive experts from private industrial orgenizations, private
experts and, if considered necessary, also representatives
from labor and cooperatives and other organizations repre=-
senting consumers, while from horizontal organizations there
could also be accepted representatives from intermediary
tredes,

Cheirmen from each business organization, or thelr
deputies, must have seats in the top-organization, so that
a direct contact with that institute can be maintained.

Besides this business orgenization, privete lndus-
trial orgenization can still have large fields of opera-
tion., There are still meny other interests outside the
Government's soclal economic interests,

It acts a8 a council for exchange of views for enter-
prises of different branches of business, to discuss nmatters
guch as new initiatives; advice for the Government; contact
with foreign organizations, etc., These remein limportant
factors necessary for exact execution of the industrial set-
up., The tasks of the business organization and its struc-
ture will be very heavy and complicated, if these organiza-
tions do not exist. Its task is not under privete law
because it concentrates its attention solely on the inter-
ests of its wmembers,

It is no less important, because this private inter-
est in society is also real as long as it does not deter-
iorate into personal interests.
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"BAPPIT" PREPARES CLASSIFICATION OF ENTERPRISES
TRANSFERRED TO GOVERNMENT

[The following is & full translation of an article
in Jarta Ekonomi, Djakarta; 5 March 1960, page 188,/

In the framework of nationalization of Dutoch indus-
trial enterprises, Mr, Sardju Ismunendar, President Director
of the "Beppit" said, that Central "Bappit" will take the
necessary steps as a follow-up of the nationalization of the
above~umentioned enterprises, among others, by changing naies
and other matters that are still in the Dutch language or
Dutech terminology; in a short time they must be replaced by
the Indonesian language and Indoneslan terminology.

“ith regard to salary, "Bappit" will not use the
scale of the PGPN (a regulation on salary for government
officlals) - for its employees and workers at its enter-
prises, but will take its systematic pattern, which had
been formulated by "BANAS" - as a basis for establishing
regulation on salaries of the mentioned enterprises,

“hen the new salary regulation will Be formulated
end applied it was said that at the end of 1959 it will be
completed and will be used immediately.

It is further added, that the use of the PGPN sys-
tematic pattern for the new salary regulation is lntended
to establish an uniformity and socilalization of industrial
enterprises,

This is done in order that there will be no great
differentials in the income of employees and workers among
different enterprices,

As & further step, "Bappit" will keep occupying the
management of natlionalized industrial enterprises until the
Government issues new regulations for transferring them to
~other agencies, :

In this case Central "Bappit" has been appointed by
"BAMAS" to take over and coordinate all those industrial
enterprises that have been nationalized,

fith the nationalization, the status of the enter-
prises mentioned is brought under public law,

For further implementation, Central "Bappit" has made
& basis for classification of these enterprises, which of
them will be transferred to Central Government, and which
to Autonomous Province or to the Central Government and Pro-
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vince., 4And "Sappit" has no intention of selling its enter-
prises to private citlzensy

The basls for the classification mentioned could be
outlined as follows:

I, Implementetion by the Central Government

1. Have the kind of production that has & natlonal
character and satisfy the needs of the whole population,
Have the kind of production that 1s vital in the economy
(basic industry).

2. VWhich has a monopollsgtic character, and the only
kind of production in the country.

2e It has a soclal economic strategic significance
for other branches of production (spinning, etc.).

4, Heavy industry,

II. Implementation by Autonomous Province or Central
Government and Pkovince

ls The kind of production that has regional distri-
bution,

2, ‘‘hich has monopoly in its region,

3. The kind of production that become materlals for
other branches of industry so that 1t has influence on the
process of other productions,

4, iddle industry,

Beside yhe above~mentioned items there are still some
enterprises that are managed by the Government and Autonomous
Province, and which have the character and form of accom-
plishing the welfare for employees and workers of the enter-
prises,

Finally Sardju Ismunandar said that in his effort to
increase production and working efficiency it has been de-
clded to establish production committees at each enterprise
in which labor will also be represented.

Thus was the statement of the Press and Information
Division of the Department of Basic Industry and lining to
the press,
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70 HUNDRED RICE GENTERS ILL BE OPENED THIS YEAR THROUGH-
| OUT INDONESIA

/The folloving is a full translation of an artigle
in Yarta Ekonomi, Djakarte, 20 February 1960, page 99./

Mr, Sumentri, the head of the Rice Center in Central
Java disclosed in Solo that in its efforts to increase agri-
cultural products, primarily food crops in wet rice flelds,
the Government has decided to increase the number of Rlce
Centers throughout Indonesia and to multiply the arsas of 1ts
rice fields.

In Central Java, which at the beginning of the pro-
gram had only 12 centers covering an area of 30,000 hectare
in 1960 will have 40 centers with an ares of 200,000 hec-
tars stretching over 7 residenclies, For this purpose
Sumantri had contacted Inspectors and Heads of Local People's
Agricultural Service in Central Java, where the new centers
will be opened,

In this connection it was also disclosed that 1n this
year 200 centers will be opened throughout Indonesia cover-
ing an area of 500,000 hectars, instead of 60 centers with
an area of only 300,000 hectars as it was planned before,

As it is known, this plan of Rice Centers 1s lincluded in a
framework of efforts to inecrease foods products, as had been
proposed by the Food Council and prepared by the Agricultural
Department, And the endeaver to lnerease food supplies is
divided into a short run plan and a long run plans The

short run plan had been in operation since 1959, at a cost

of 76,- million rupiehs, and it is still progressing up to
the present time,

The long run plan consists of three kinds of efforts,
namely: intensification; the opening of new fields in the
ebb and tide areas, and the mechanization of rice planting
on dry soils, hat is called the real plan of the center ls
the long run one, and it 1is concerned only with the lnten-
sification of the planting besed on a consideration that
each hectar of the existing flelds could increase its crops
by 20% to 25%, by using better seeds, fertilizer and better
care.

Lecording to Sumantri, in some regions such efforis
have already been done and the pecple there are beginning
{0 realize what 1ts benefits can be., But the handlcap 1s

19



they do not have sufficient capital., The farmers are the
poorest among the population and since they scarcely have
any valuable assets to pledge, it 1s very difficult for
them to obtain credit. And those who have money are not
willing to invest their capital in food~producling fields
because the profit is low,.

Credit for Combetting "idjon" /The selling of unripened,
unmatured rice/

Coilsidering all the facts mentloned above, the lnten-
sification of the planting will be financed by the Govern=-
ment and given as credit to the farmers. By financing the
farmers efforts to increase food production, Sumentrl saild,
"Another goal which is also very important could be reached,
namely combatting "idjon"."

The repayment of debts will be 1in rice, whose price
will be determined on the due date, and which will be rea-
sonable for the farmer, In this way besides these two goals
that we are trying to reach, & third one namely securing
rice for the Government, will also be reached,

It could also be added that in 1961 the Government
will make efforts toward increasing the number of rice
centers by 500 and enlarging its area by about 3 million
hectars. If this plan could be carried out as antlclpated
and according to expectations, then next year the number of
rice fields included in the plan will cover all the fields
in Jave that are suiltable for rice planting and the expected
area will be 3.5 million hectars,

If each hectar could yield to the Government 650
kilogrems of rice, &8 it is expected, then the Government
will have 3000,000 x 0.65 ton, or 1.95 million tons of
rice; and the increase in other products will also be about
the same, according to Sumantri,

In the case of the residency of Surakarte where there
were no rice centers before, Sumantri said that he had
reached agreements with the agencles concerned, primarily
with the Head of People Agricultural Service in Surakarta,
Mr., Suprapto, to open such centers in Sragen and “onoglri.

In his round trip, Sumantri had also spoken to & con-
ference of the People's Agricultural Service for all of
Central Jave, which took place in Solo not long ago.
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INDONESIAN RA"/ MATERIALS DESPERATELY ANTED, BUT NOW
SLACKENING OF TRADE EXISTS BECAUSE OF UNANS .ERED CORRES-
PONDENCE, MAXING CONTRACTS TAKES A VERY LONG TIME

/The following is e full translation of an article
written by Radjab Ganl in Warta FEkonomi, Djakarte, 20 Feb-
ruary 1960, page 98,/

The following is the report of the two month Euro-
pean trip of kr. Radjeb Ganl, Director of the "Radjab Lmt."
during September and October 1959 as the representeative of
the Indonesian Commerclal and Trade Council for studying
the possibility of promoting exports to Europe.

In order to facilitate the understanding of the report
I divide this report into three parts:

I. The attention of European merchants (in this case
I give special emphasis to Yugoslavia and est Germany) for
export commodities from Indonesia,

‘hen I was in Yugoslavia I conducted several meetlngs
with commercial agencies in Beograd such as Federal Chamber
of Foreign Trade, Invest-Import Centroprom and Inter Export.

At all these meetings I was accompanied by lir. Sudarmo
Kartonegoro, the head of the Commercial Department at the
Indonesian Embassy in Yugoslavia,

In the seven meetings I had had with them 1t wes
clear to me that since before the Second ‘orld ‘/ar they had
knovn Indonesian prcduces through the Netherlands, They
are very fond of coffee, tea, casla wvera, damar /2 rubber
produc&%, rutten etec, Before the war they bought these
products in large quantities through the Netherlands.

A great demand for Indonesian products wes also
found in -jest Germany., For example it was pointed out to
me there that in the past there were no fewer than 10 to 15
shops in Hamburg displaying large advertisements in front
of their shops that read "Special" for "Java" coffee, and
also for other Indonesian products.

In an interview with five great importers 1in Hamburg,
namely: 1, Carl Dickmann, 2, Grochian, 3. Van den Berge,

4, Moller, 5, liayer, almost all of them gave the same
explanation why they were very fond of Indonesian products.
There were two main causes that made them very eager in the
past to engage in the trade of the Indonesian products 1in
the European markets, namely:

1, The quelity of Indonesian products was better
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than the products from other countries. _

2, The settlement of commercial transactions for
Indonesian products had been very easy in the past, so that
1f you wanted to buy a certain kind of quantity of the pro-
ducts it was sufficient to¢ make & telephone call at your
desk to the Netherlands, and within a few minutes you were
able to close a contract, and its reallzation came out very
satisfactorily, Delivery and quality was exactly as what
had beeh agreed upon in the telephone call.

- ¢ fThe sfme recsoning was also glven to me by the com=-
mercial agencies in Beograd, Yugoslavia,

The next point I would like to take up is:

II. The causes of slackening in purchases of pro-
ducts from Indonesisa,

In Yugoslavia the Centroprom explained to me that
after the war, during a period of 10 years, from 1949 to
the present, they were only able to have one coifee trans-
action amounting to 10 tons from Rijeka in Indonesia, and
afterwards they tried to buy more but never succeeded. The
Yugoindonezija firm also complained that several tilmes they
had sent letters to some Indonesian exporters, and lately
also to the Blg Eight, but they never received any eanswer,
It is then natural that they do not have the deslre anymore
to buy Indonesien products, all the more so after they had
begun to receive offers from other countries such as Thalland,
Malaya, Ceylon, Karachi /Pakistan/and also from Africa and
America, vhose products are also good enough to become sub-
stitutes for Indonesian ccmmodities as far as the needs of
Yugoslavia are concerned,

In Hamburg the reason for thelr reluctance to trade
with Indonesia are different, namely it lies in the eXecu-
tion of the agreement and the absence of & guarantee that
the trading in Indonesian products could be maintalned for
even though up to the present time they still recelve some
kinds of Indonesian products but still they cannot rellably
expect to heve regular shipments because sometlimes they were
only able to buy some products once & year,

Besides that, another matter that affects our trade
relations very much are the difficulties and the long periods
undergone to reach a contract agreement. An exemple that
they brought forward was, that to have an agreement on
price only sometimes it takes weeks; even months, while with
other countries it takes only a couple of hours or at the
longest only a couple of days,

For all these reasons up to the present time the
German merchants are reluctant to introduce the names of
Indonesian commodities to thelr consumers &although the
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commodities that they sell on the markets are really of Indo-
nesian origin, but instad they use other names; as an ex-
amplet . .thHey sell coffee Arabica from Jave but they mix 1t
with other c¢offee and put another name on it such as "mix-
ing aoffee"y 4nd that is why there is now only one shop
that openly uses the name "Java coffee" in its window,

< IIIs The possibility of returning to greater export
trade activities from Indonesia to Europe,

7hile in Yugoslavia I explained why there were not
many Indoneslan exporters extending trade offers to Yugo-
slavia, I mentioned the disparity, the difficulties of
which estern Europe has been able to overcome by relsing
the prices for Indonesian commodities although were not
higher than the current retail rpices. However they have to
cover the cost by setting prices that are usuaelly higher
than prices of commodlties from other countries.

Further I also explained about the rapidity of export
transactions., If the price problem could be overcome and
arranged in some way, I believe that all Indonesia exporters,
including the Big Eight will do their utmost and unanswered
correspondence will never occur again,

After listening to my explanations, they expressed
their willingness and abillty to raise their bids for Indo-
nesian commodities, and so right there and then, they lmmed-
iately put in an order for 300-400 tons of :rablica coffee
with a price quotation thet 1s higher than the quotation of
the Jest European offers, At that time, it was on October
10, 1959, the ‘estern quotation was only "Dii" 510, and Yugo-
glavia offered "Dii" 540, I pessed their order to the head
office of the New State Plantation Enterprise in Djakarta
with copies to its branch in Surabaya, Central Office of
Export, and Export Office in Surabaya,

An order for 150 to 200 tong of coffee "WIBI" with a
price quotation "D" 30.- higher than the quotation of Jest-
ern Europe, had also been passed to the offices concerned,

But up till now, December 20, 1959, the order has not
been filled and I am sure it is because their stock on hand
is insufficient. But even just recently they had written to
me that they are still always willing to pay higher prices
for Indonesian products so that the disparity could be over-
come,

In Germany I also explained about the recent develop-
ment of trade activities between Indonesia and that country,
such &8 the tobccco esuction in Bremen, the sending of rather
large quantities of coffee and its development, but still
they did not see even in these developments the existence
of smooth transactions such as they had encountered in trade
with other countries., However they still keep hoping that
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the time necessary to make a contract wlll not be too long
in the future, and they also do not went to have paltry
transscetions but rether transactions of a perpetual and con-
tinuing nature, ‘ o

Besides e11 these things in both eouptries I also dis-
cussed the possibilities of providing a way for Indonesian
exporters to overcome liquidation difficulties, especially
after the Indonesian monetary reorganization in August 1959.

They expressed their willingness to help in overcom-
ing the above-mentioned difficulties such as by opening
"red close"” credit or forestall credit as long as the for-
eign exchange banks such as the Bank of Indonesia, the State
Bank of Indonesia or others are willing to cooperate.

I have written this report and passed it to the Trade
and Commercial Council, the lLiinistry of Commerce and to
the Institute of Forelgn Exchange. I sincerely hope that
my report may be of some value to the promotinn of exports

from Indonesia to Europe,
(copied from ‘Jerte Niega dan Perusehaan)

END
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